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TURKEY: KEY ECONOMIC INDICATORS 


All values in $ U.S. millions unless otherwise indicated. 
Average exchange rates: US$1 = TL (Turkish lira) 24.28 (1978); 
= TL 31.08 (1979); = TL 79.40 (1980); for details of ex- 
change rate developments in 1980 and 1981, see text. 


% Change 
1978 1979 1980 79-80 


Income §& Production (a) 
GNP at current prices 53,075 70,456(a) 56,599 
GNP at constant (1968) 
prices (b) 23,229 23,149 22,986 
Agricultural (% GNP) Ze.7 2365 23.9 
Industry (% GNP) 30.6 29.7 28.8 
Services (% GNP) 46.7 46.8 47.3 
Per Capita GNP Current 
Prices (US$) 1,229 1,592(a) 1,265 


Money §& Prices (End of Year 
Money Supply, Mj (TL Billions) 281.0 439.9 658.5 


Central Bank (short-term) 
Discount Rate, % 10 10.75 26.00 
Price Indices (1963 = 100) 
Wholesale 1,578 3,071 
Istanbul Consumer 1,908 3,340 
Ankara Consumer 1,500 2,799 


Balance of Payments §& Trade 
Official God § Foreign 
Exchange Reserves 610 633 1,271 100. 
External Public Debt 14,700 14,600 13,005 -10. 
Annual Debt Service 645 1,031 2,200 113 
Debt Service as % of Exports 28 46 76 27. 
Trade Deficit 2,311 2,808 4,757 69 
Current Account Deficit , 1,418. 1,186 2,967 150. 
Basic Balance (c) ‘8¥. © -3§O -821 -1,059 29 
Exports, FOB 2,288 2,261 2,910 28. 
U.S. Share r 6.7 4.6 9.1 4. 
Imports, CIF 4,599 5,069 7,667 51. 
U.S. Share 6.1 in 6.4 =-1. 


KFPWUnonrfoftwW oc 


Major U.S. exports to Turkey in 1979 (in $ millions); US exports-- organic 
and inorganic chemicals (54.4), coke and coal (40.7), fertilizers (29.5), 
aircraft and road vehicle parts (28.3), iron and steel scrap (23.5), and 
specialized industrial machinery (17.6) 


NOTES: (a) Exchange rate changes distort dollar denominated absolute and 
percentage changes from TL actuals; (b) US$1 = TL 9; (c) net of debt 
relief. 


Sources: Primarily Ministry of Finance, State Institute of Statistics, 
Central Bank, State Planning Office, and Ministry of Trade. 





SUMMARY 


Impressive initial success could be observed a year after the 
Government of Turkey (GOT) announced an economic reform program 
(January 1980) designed to attack the problems of rising rates of 
inflation, a slowdown in economic growth, and mounting balance- 
of-payments problems. The inflation rate is down; industrial 
production and foreign trade are increasing. The military gov- 
ernment which took control in September 1980 has pursued and 
strengthened the program through complementary measures, most 
notably tax reform. However, as was made clear when it was an- 
nounced, the program is long-term, and, thus, it is too early to 
render a final verdict on the effectiveness of the program as a 
wonder-drug for Turkey's economic ills. 


Turkey's inflation rate was around 80 percent at the beginning of 
1980. After the dismantling of most price controls early in the 
year, there was an immediate surge in official price indices. 
However, primarily because of the imposition of demand management 
policies, by the end of 1980 inflation had been reduced to an 
annual rate of around 40 percent. 


The rate of real growth in Turkey's gross national product (GNP) 
continued its downward decline, dropping to -0.7 percent in real 
terms. With annual population growth estimated at 2.4 percent, 
real per capita national income dropped even further. However, 
agriculture harvests were good again, bringing a slight growth 
of 1.2 percent to this sector. Industrial production, although 
declining for the year as a whole, saw an upturn in the fourth 
quarter as intended by the new economic program. This growth is 
expected to continue in 1981, thus breaking the declining trend 
in the economic growth rate that began in 1974. 


Turkey's trade deficit increased 70 percent in 1980, .a result of 
the natural lag in the response of exports to Turkey's economic 
reform as foreign exchange became available to finance much needed 
imports. The current account deficit was financed largely by 
balance-of-payments assistance provided by OECD (Organization for 
Economic Cooperation and Development) member countries and draw- 
downs under a 3-year, $1.6 billion, stand-by agreement with the 
International Monetary Fund (IMF). In addition, in agreements 
reached in 1978, 1979, and 1980,. OECD members have rescheduled 
about $5 billion in official and officially guaranteed debt owed 
by Turkey. 
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As U.S. Government balance-of-payments assistance becomes avail- 
able for distribution and private short-term credits increase, 
U.S. exports to Turkey should rise. Turkey is expected to be a 
good market for raw materials and semifinished products for indus- 
try in 1981, and probably even for capital goods toward the end 
of the year as industrial production rises. However, major 
projects can be expected to remain tied to project credits offered 
by foreign governments and international institutions. 


NATIONAL INCOME 


The decline in the real growth rate of Turkey's GNP, which began 
in 1974, continued in 1980. The most recent figures available 
indicate that a -0.3 percent growth rate in 1979 was followed by 
a -0.7 percent growth rate in 1980. Industrial production fell 
4.6 percent in 1980, although less than the 5.3 percent drop in 
1979. However, the final quarter of 1980 saw a significant in- 
crease in industrial production in some sectors, due apparently 
to increased imports earlier in the year and a ban on strike 
activity imposed in September by the new military-backed govern- 
ment. This 1980 final quarter spurt in industrial production is 
expected to continue in 1981, and all indications are that 1981 
wili see positive growth in GNP, thus breaking the trend of de- 
clining growth rates. 


Fixed capital investment declined by 6.6 percent in 1980, although 
this was less than the 9 percent decline of the previous year. 

On a sectoral basis, the decline was 8 percent for agriculture, 

5 percent for mining, 5 percent for manufacturing, 13 percent for 
energy, and 9 percent for housing. Savings as a percentage of 
GNP showed a decline in 1980 over 1979. The decrease in savings 
was greater in the private sector than in the public sector. 
Investment and savings were no doubt seriously affected by the 
depressed level of industrial capacity utilization and continuing 
concern about the high level of inflation that characterized the 
first half of the year. The Government removed controls on most 
interest rates on July 1, 1980, with the result that bank deposit 
and lending rates as well as banking deposits increased consider- 
ably. The steadily decreasing rate of inflation, coupled with 
increasing industrial capacity utilization in the final quarter of 
1980, has improved the investment climate somewhat. 


Turkish agriculture saw another good year in 1980, with production 
up 1.2 percent from 1979. Favorable weather in recent years com- 
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bined with improving agricultural technology and widespread use 

of fertilizer and pesticides have been responsible for consis- 
tently higher agricultural yields. Although still subsidized by 
the State, fertilizer prices were tripled in‘°1980 following im- 
plementation of the country's economic reform program. However, 
the quantity of fertilizer used in 1980 appears to have been only 
slightly less than the amount used in the previous year. Agricul- 
tural support prices (on approximately 20 commodities) were raised 
substantially in 1980. Progress is being made by the Government 
in announcing support prices before planting, rather than after- 
ward as traditionally has been the case. This year, support 
prices favorable to the farmers were announced early for two 
crops--sugar beets and soy beans. Favorable weather conditions 

in the first quarter of this year hold the promise of bountiful 
harvests in 1981. 


With few exceptions, Turkey's manufacturing industry has histori- 
cally been directed primarily to serve a highly protected and 
therefore highly profitable domestic market. This situation came 
about mostly because economic development policy had a longstanding 
commitment to import substitution. As a result, Turkey has tra- 
ditionally been a relatively closed economy. However, the eco- 
nomic stabilization program introduced in early 1980, emphasizing 
increased exports and imports to correct Turkey's balance-of- 
payments problems, tended to open the economy. Turkey's exports 

in 1980, for example, were approximately 5 percent of GNP, slightly 
up from 1979. Suppressed domestic demand and export incentives of 
various kinds should continue the process of reorienting the Turkish 
economy toward exporting, as data from fourth quarter 1980 and 
first quarter 1981 suggest may already be taking place. 


LABOR AND EMPLOYMENT 


Turkey has a labor force of some 17 million people, excluding 
workers employed abroad and those serving in the armed forces. 
Fifty-nine percent of the domestic civilian labor force is em- 
ployed in agriculture, and 13 percent in industry. Approximately 
One million Turks are working abroad, mostly in Western Europe. 
As demand for foreign labor has eased in Europe, increasing num- 
bers of Turkish workers have been finding employment elsewhere 
abroad, notably in Saudi Arabia and Libya. 


With an annual growth rate in population of about 2.4 percent, as 
Many as 450,000 new workers enter the labor force each year. Ef- 
fective unemployment in Turkey has been estimated at more than 20 
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percent. Nonetheless, Turkey's industrial labor force has tradi- 
tionally been organized into powerful unions. In recent years, 
they have succeeded in negotiating contracts on behalf of their 
membership that may have kept up with or even exceeded the rate of 
inflation. Immediately following the military takeover on Septem- 
ber 12, the new Government banned strikes and lockouts. Shortly 
thereafter, the Government ordered a 70 percent "advance" salary 
increase for all workers who had been on strike or whose contracts 
had lapsed and were up for negotiation. “-bor contracts mandated 
by the GOT during the first quarter of this year generally provide 
for wage increases of 40 to 50 percent for 1981, although these 
figures include projected tax savings for workers due to the re- 
cently legislated tax law. 


INFLATION 


The rising inflation of the 1970's continued to climb in 1980, 
leading to increases of 95 percent for the wholesale price index, 
87 percent for the Ankara Consumer Price Index, and 95 percent for 
the Istanbul CPI. As part of its economic stabilization program, 
virtually all of the widespread government price controls were 
lifted in late January 1980. The immediate result was a surge in 


the price level as recorded by official price indices. In Febru- 
ary 1980, for instance, the Wholesale Price Index registered an 
increase of 29 percent. However, subsequently, monthly rates of 
inflation steadily decreased, and by the end of the year, the in- 
flation rate had reached about 40 percent on a yearly basis. The 
inflation rate is expected to continue to decrease gradually in 
1981. 


The major causes of inflation in Turkey in recent years include a 
rapidly growing money supply, a continued high level of domestic 
demand aggravated by foreign exchange constraints which have 
limited imports, persistent financing of large public sector 
deficits by direct and indirect loans from the Central Bank, and 
high wage and fringe benefits gained through collective bargain- 
ing. The January 1980 economic reform program attacked each of 
these areas and the current (approximate) 40 percent inflation 
rate indicates that restrictions imposed on domestic credit expan- 
sion and on public sector spending, combined with a firmer govern- 
ment policy toward labor agreements since the military takeover in 
September 1980, are having a braking effect on inflation. Finan- 
cial assistance from OECD and other sources has allowed Turkey to 
increase imports of necessary industrial inputs, thus leading to 
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improved industrial capacity utilization and output. These fac- 
tors in turn may be having a dampening effect on inflationary 
expectations. 


- 


PUBLIC FINANCE 


The 1981 budget, written in the context of the economic reform 
program, is designed to be anti-inflationary. This budget (TL 
1,559 billion) is only about 34 percent greater than estimated 
1980 expenditures and is running a little behind the inflation 
rate. Explicit commitment to the maintenance of fiscal discipline 
with regard to the previously profligate State-owned enterprises 
(SEE's) is particularly important, as is a more realistic program 
for public sector investment. In previous governments, the Minis- 
try of Finance could independently authorize increased appropria- 
tions, sometimes exceeding the original budget by around 70 per- 
cent. It is noteworthy that the 1981 budget law requires the 
approval of the entire cabinet for increased appropriations, which 
suggests closer scrutiny and control of the budget. 


A major cause of inflationary pressure in Turkey has been the per- 
sistent financing of large public sector budget deficits by direct 
and indirect borrowing from the Central Bank. The Bank has often 
acted more as an agency of the Ministry of Finance than as an 
autonomous institution in performing this role. The government 
deficit grew from about TL 7 billion in 1975 (1 percent of GNP) 

to an estimated TL 165 billion in 1980 (4 percent of GNP). The 
increasing deficit has been caused largely by transfers to SEE's 
(which have often been inefficient and which have employed excess 
labor), greatly increased agricultural support prices, and in- 
creased government personnel expenditures, as well as an anti- 
quated tax structure. Many of the January 1980 reforms were aimed 
at these problems. For example, transfers to SEE's were reduced 
as SEE's were permitted to raise prices to cover production costs. 
The tax structure was also reformed. Since late 1980, a series of 
tax laws have been legislated which are designed to increase tax 
equity and government revenues. The percentage of budget expendi- 
tures covered by tax revenues dropped from 81.9 in 1975 to 68.4 

in 1980. The reformed tax laws are expected to increase this 
latter figure significantly. Internal public debt rose from TL 

67 billion at the end of 1975 to 254 billion at the end of 1979. 
In 1980, the debt rose to TL 304 billion, a 20 percent increase 
which, however, was less than the 42 percent increase of the pre- 
vious year. 








MONEY AND BANKING 


The money supply, as measured by Ml, was TL 658.5 billion at the 
end of 1980, a 49.7 percent increase over the 1979 yearend level. 
Total Central Bank credit outstanding at the end of 1980 was TL 
655.2 billion, of which 56 percent had been extended to the public 
sector. Central Bank rediscount rates were significantly raised 
during 1980 and have continued to climb in the first quarter of 
1981. 


In July 1980, the Government released almost all bank interest 
rates from government control (excepting those of State financial 
institutions with lending activities directed to specifically 
favored economic activities). Turkey's commercial banks and 
State-controlled banking institutions promptly cartelized deposit 
and lending rates albeit at a far higher level than those previ- 
ously administered by the Government. Thus, while total deposits 
increased by 12 percent during the first half of 1980, the rate 
of increase during the latter half was 36 percent. Following the 
general increase in bank deposit rates, the Government raised the 
yield on State bonds, and Turkey's unregulated capital market also 
raised the rate of return on private sector bonds. 


EXCHANGE RATE DEVELOPMENTS 


In conjunction with the Turkish Government's economic stabiliza- 
tion program, a consistent effort has been made to maintain a 
realistic exchange rate for the Turkish lira. On January 25, 1980,: 
when the economic program was announced, the lira was devalued by 
almost 33 percent, bringing the value of the lira to TL 70 = USS1. 
Corresponding adjustments were made at the same time in the values 
of the 16 other currencies for which the Central Bank then quoted 
official prices. Since January, there have been a ‘series of cross- 
rate adjustments, usually involving mini-devaluations of the Turk- 
ish lira, to keep the official value of the Turkish lira within 

2 percent of its value on international markets. Between the Jan- 
uary 1980 devaluation and April 15, 1981, the official value of 
the Turkish currency fell by 40 percent to TL 98.20 = US$1. On 
May 1, the Government announced that the Central Bank would hence- 
forth give daily quotations of the value of the Turkish lira 
against the U.S. dollar and other currencies for which it now 
quotes rates. 











BALANCE OF PAYMENTS 


In 1980, Turkey reached record-high levels of commodity exports 
and imports, as well as a record-high trade deficit. Exports 
were $2.9 billion, a 22 percent increase over 1979, a tentative 
indication that reorientation of the ‘economy toward exports is 
meeting with some success. Imports were almost $7.7 billion, a 
51 percent increase over 1979, leaving a trade deficit of about 
$4.8 billion, an almost 70 percent iricrease over the $2.8 billion 
deficit in 1979. The significant increase in imports was fi- 
nanced to a large extent by official balance-of-payments assist- 
ance to Turkey from OECD and other multilateral and bilateral 
financial sources. . 


The largest single item among imports was petroleum. It is note- 
worthy that the 1980 import bill for crude and refined product 
alone exceeded total commodity exports in value by almost 21 per- 
cent. However, the quantity of crude and refined products im- 
ported also reached a record high of about 14.7 million metric 
tons in 1980. 


Exports are expected to reach a new high in 1981 of approximately 
$3.8 billion. Exports through February 1981 were at record levels 
for 6 consecutive months. These figures indicate that the goals 
of the economic reform program of increasing domestic production 
(which depends to a large extent on imported industrial inputs), a 
structural reorientation of Turkish industry toward foreign mar- 
kets, and maintenance of realistic exchange rates are beginning 

to meet with some success. Agriculture, constituting about 57 
percent of exports, continues to contribute the bulk of export in- 
come and fs expected to continue to do so for the near future at 
least. 


Turkey is an Associate Member of the European Economic Community 
(EEC) and conducts about 58 percent of its trade with member coun- 
tries. In 1980, the United States ranked fifth after West Germany, 
Iraq, Iran, and Libya among Turkey's trading partners. 


Workers' remittances soared to a record level of $2.1 billion in 
1980, up 20 percent from the $1.7 billion realized in 1979, and 
more than double the remarkably steady level of the 3 previous 
years. Prospects are good that remittances will come close to 
$2.5 billion in 1981. Net receipts from tourism ($212 million) 
and other invisible earnings remained at cupedtes low levels, de- 
spite tremendous potential for growth. 
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Turkey has had a deficit on the current account in all of the past 
20 years except 1973. At $2.96 billion, the 1980 deficit exceeded 
by 47 percent the 1979 deficit of $1.2 billion. During the past 
decade, deficits on the current account were largely financed by 
convertible Turkish lira deposits (i.e., volatile short-term Euro- 
currency commercial bank deposits in Turkey), suppliers' credits, 
and concessional official lending. As Turkey's international pay- 
ments arrearages grew, financing from the first two of these 
sources became more difficult to obtain and finally dried up al- 
most entirely. By means of agreements reached in 1978, 1979, and 
1980, Turkey has rescheduled about $5 billion in official and 
officially guaranteed debt to 17 OECD members. 


In 1979, OECD governments pledged more than $900 million to Turkey 
in grants and credits as balance-of-payments assistance. Most of 
this assistance had been disbursed by the end of 1980. In April 
1980, the same OECD governments pledged an additional $1.16 bil- 
lion. Saudi Arabia also provided a balance-of-payments loan of 
$250 million in 1980, and the World Bank provided $275 million in 
balance-of-payments support. OECD countries met again May 7, 1981, 
and pledged $938 million. This amount is expected to rise to about 
$1 billion if several OECD countries that did not pledge on May 7 
make anticipated pledges. 


In 1978, Turkey and the IMF agreed to a 2-year SDR (Special Draw- 
ing Rights) 300 million stand-by arrangement. Turkey had diffi- 
culty in living up to the terms of that agreement and, the follow- 
ing year, requested and obtained a replacement agreement for a 

l-year period at SDR 250 million. In 1980, Turkey concluded a 

third stand-by with the IMF for a total of SDR 1.25 billion ($1.6 
billion) over a 3-year period. 




















Private foreign investment capital entering Turkey, which had 
steadily increased for the previous 4 years to a high of $86 mil- 
lion in 1979, dropped in 1980 to $33 million. This decrease was 
no doubt due in large part to political instability in Turkey and 
a wait-and-see attitude toward the new program, particularly until 
anticipated measures to encourage capital inflow were promul- 
gated and clarified. That period seems to be over and capital 
inflow should begin to increase significantly in 1981. A number 
of petroleum firms have obtained or are applying for licenses for 
0il exploration in Turkey. In addition, several foreign banks, 
including two U.S. banks, have recently obtained permission to 
open branches in Turkey. 





EXTERNAL DEBT 





Turkey's total disbursed foreign debt increased by more than five 
times from $3.3 billion to $17.8 billion between the end of 1974 
and the end of 1980. The rapid buildup of foreign debt during 
that period reflected Turkey's large current account deficits and 
the decision of the Government to finance them through short-term 
borrowing. From 1977 through 1979, the composition of the exter- 
nal debt shifted so that the share.of medium- and long-term debt 
(i.e., obligations of 3 or more years duration) increased from 44 
percent to 86 percent. 


Subsequent to the 1979 debt* rescheduling agreement with OECD coun- 
tries, Turkey also reached -agreement with approximately 250 
foreign commercial banks on a rescheduling of more than $2.2 bil- 
lion in convertible Turkish lira deposits and about $700 million 
in other debt owed to commercial banks. In January 1980, Turkey 
announced a plan to settle some $2 billion in non-officially 
guaranteed commercial arrearages involving some 100,000 transac- 
tions with about 25,000 individual claimants. This program is now 
underway. 


IMPLICATIONS FOR AMERICAN BUSINESS 


Assisted by greater U.S. aid flows and the growing availability of 


short-term credits, U.S. sales to Turkey are beginning to recover. 


During the second half of 1981, Turkey will be a good market for 
those supplying raw materials and semifinished products for indus- 
try. Turkey's anti-inflationary economic policy, however, has so 
far generally discouraged new capital investment. If Turkey is 
able to show additional progress in 1981 toward securing export 
markets and rejuvenation of its stumbling industrial production, 
greater imports of capital goods, and even bank financing for then, . 
may begin toward the end of the year. Major projects can be ex- 
pected to remain tied to project credits offered by foreign gov- 
ernments and international institutions. American exporters are 
advised to continue to require secure methods of payment for ship- 
ments to Turkey and to begin exploring those areas for which 
initial new capital investment can be expected to emerge. 


SHARE OF MARKET 


In 1980, American sales to Turkey totaled $442.4 million. Froma 
nadir of 4.1 percent in April, 1980 American sales climbed to 9.1 
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percent of the market by the end of the year. This improvement 
in the market position can be attributed to a large injection of 
U.S. economic assistance at the end of 1980 and the availability 
of short-term bank credits for raw materials and spare parts im- 
ports. It is hoped that if Turkey continues to realize the goals 
set by its economic stabilization plan this year at a pace simi- 
lar to that displayed last year and continues to pay its debts 
regularly, the commercial banks may be willing to expand their 
terms to medium-term credits. 


In the meantime, however, machinery and services that are sold on 
medium and long credit terms will be tied to export guarantees 
and project credits extended to Turkey by the countries with which 
it trades. The ability of the Export-Import Bank of the United 
States (Eximbank) to supply assistance to U.S. exporters inte- 
rested in the Turkish market may be even more limited in 1981 
than it was previously. Although short-term export insurance 
from Eximbank sources may loosen up this year, no credits for new 
projects are expected. It is assumed that the overall reduction 
in the Bank's funding will continue to limit Eximbank activities 
in the Turkish market for the immediate future. 


It is possible, therefore, that European and Japanese suppliers of 
machinery and equipment will be more active in this market in the 
near term than American suppliers. Most of the OECD countries 
that participate in the consortium providing aid to Turkey provide 
a significant portion of their assistance in the form of export 
and project credits that tie procurement to the assisting country. 
Although the levels of aid from those countries for the coming 
year are still being determined, their commercial representatives 
in Turkey believe that the assistance this year is likely to be 
tied even more heavily than before as a concession to Parliamen- 
tarians who are worried about economic recession at home. 


PAYMENTS 


Commercial banks and American companies operating in Turkey report 
that foreign currency transfers for loan repayments, profits, and 
royalties continue to be made without significant delay. The pay- 
ment of non-guaranteed commercial arrears under the plan announced 
by the Government of Turkey in 1980 is also on track, although the 
first interest installment on the foreign exchange payments was 
delayed somewhat by the difficulties encountered in processing the 
immense amount of paperwork involved. 
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Nevertheless, in view of the serious shortages of foreign exchange 
and the wide gap in Turkey's balance of payments, most American 
firms are advised to require secure payments for all shipments. 
The following methods of payment are secure: 


— Confirmed letter of credit: Letters of credit confirmed either 
by the Turkish Central Bank or a Turkish commercial bank are paid 
on time. 


? 
“ 


— Acceptance credits: These credits are arranged by the importer 
through a Turkish commercial bank and can be applied to a list of 
priority importers that includes most raw materials and some 
manufactured components used’ by industry. 


— World Bank and other foreign loans: Projects that are funded 
by the World Bank and other international organizations provide 
good opportunities with assured payment for American exporters. 
Although most projects funded by individual countries are tied to 
procurement in those countries, occasionally untied funds are pro- 
vided for which American exporters can compete. 


— Sales to Turkish exporters: Under regulations issued early in 
1980, Turkish exporters are allowed to keep 25 percent or more of 
their own export earnings with which to finance imports. Export- 
ers are also permitted to transfer the right to the use of their 
retained foreign exchange to other importers. In order to pre- 
serve markets in Turkey, some American firms are assisting their 
Turkish customers to set up export arrangements, the proceeds of 
which will help pay for the goods the American company sells to 
Turkey. 


INVESTMENT CLIMATE 


In April of this year, the Turkish Government acceded to the OECD 
Declaration on Multi-National Corporations and Foreign Investment. 
Association of Turkey with the Declaration confirmed the Turkish 
Governments' desire to attract more foreign investment and gave 
impetus to the effort to attract foreign investment which was 
launched in January of 1980, with the creation of a Foreign Capital 
Department in the Office of the Prime Minister. By vesting review 
powers for most foreign investment in that Department, the Govern- 
ment seeks to reduce the time required for government acceptance 
of foreign investment applications to a reasonable period of time 
and to remove what was previously the most serious impediment to 
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foreign investment in Turkey--bureaucratic inaction. As a matter 
of fact, the amount of registered, foreign capital investment in 
Turkey increased by 50 percent in 1980. Although most of this 
investment was funded by Turkish lira generated by non-guaranteed 
commercial arrears, foreign banks and oil companies are also in- 
vesting, attracted by the genuine change in attitude displayed by 
the Government of Turkey and changing economic conditions. It is 
anticipated that following the promulgation of a new mining law, 
which is expected this year, foreign investors will play a bigger 
role in exploiting Turkey's diverse mineral resources. 


MAJOR TRADE OPPORTUNITIES 





U.S. sales to Turkey in the last half of 1981 will consist pri- 
marily of raw materials and spare parts. Sales of equipment and 
services will depend by-in-large on major projects funded by 
international organizations, although Turkish contractors with big 
contracts in the Middle East will be buying construction equip- 
ment and materials for those projects. Until the economy begins 
growing again, the Turkish Government has scaled down its develop- 
ment plans to those projects that will break the existing bottle- 
neck on investment and expand the country's energy production and 
transportation capabilities. It is in these areas that future 
projects can be expected to emerge. 


Until planned import substitution projects are completed or func- 
tioning more efficiently, Turkey will continue to import signifi- 
cant amounts of iron and steel products, coking coal, chemicals, 
and fertilizers. All of these imports may be financed securely 
through acceptance credits. Major importers of raw materials are: 


For iron and steel and coking coal: 










Eregli Demir ve Celik Fabrikalari TAS 
Ataturk Bulvari--Selcan Han Bo. 127--Kat 5 
Bakanliklar, Ankara, Turkey Telex: 42428 ERAN-TR 


Turkiye Demir ve Celik Isletmeleri Genel Mudurlugu 
Karabuk, Turkey Telex: 48522 TCD-TR 


fertilizer: 





Turkiye Zirai Donatim Kurumu Genel Mudurlugu 
Meteoroloji Mahallesi Diskapi 
Ankara, Turkey Telex: 42235 








For chemicals: 


- Azot Sanayii TAS Genel Mudurlugu 
Gazi Mahallesi . 
Konya Yolu 70 _— 
Ankara, Turkey Telex: 42357 AZT-TR 


Government calls for tenders on major projects of interest to Amer- 
ican firms are reported immediately through the U.S. Department of 
Commerce, Trade Opportunity Program. Developing projects are 
reported to the Major Projects Office of the Department of Com- 
merce, and details concerning projects cited below can be obtained 
from that office. 


The following projects are expected to be of interest to American 
firms and will receive top priority in the coming 6 months: 


- Joint Defense Production: The Turkish Government has re- 
quested assistance from the U.S. Department of Defense in improv- 
ing production facilities for the manufacture of anti-tank ammuni- 
tion fuses, explosives, and rockets. Projects for tank 
rehabilitation, airframe, and jet engine rebuilding, and ship- 
building are also being studied. The proposals, some of which 
have export possibilities, are under discussion. Firms interested 
in participating in a joint venture with the Turkish Government on 
these and similar projects are invited to contact the Office of 
the Deputy Undersecretary of Defense for International Programs 
and Technology and the Office of Munitions Control, U.S. Depart- 
ment of State, for additional information. 


- West Raman Oil Recovery Project: The World Bank has provided 
a $65 million credit to increase production of the West Raman Oil 
Field from 3,000 to 30,000 barrels of oil per day. During the 
coming year, prequalified firms will have the opportunity to bid 
on a series of tenders for this project. In order to prequalify, 
interested firms are invited to contact the Turkish Petroleum Ad- 
ministration, Mudafaa Caddesi 22, Ankara, Turkey, Telex: 42426 
TPAO-TR. 


- Karakaya Dam and Hydroelectric Power Project: The World Bank 
and the European Investment Bank have supplied $200 million to 
purchase turbines, generators, and electrical equipment for this 
6 by 300 MW hydroelectric project on the Euphrates River. Firms 
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interested in supplying equipment for this project should contact 
DSI Genel Mudurlugu, Barajlar ve Hidroelectrik Santrallar Dairesi 
Baskanligi, Ankara, Turkey, Telex: 42305 DSIM-TR. 


- Central Anatolian Refinery Project: The Turkish Petroleum 
Administration is seeking about $50 million in credits to purchase 
equipment such as furnace elements, steam turbines, and electrical 
laboratory equipment to complete this project currently under 
construction. Interested firms are invited to contact the Turkish 
Petroleum Administration, Mudafaa Caddesi 22, Ankara, Turkey, 
Telex: 42426 TPAO-TR. 


- Istanbul Sewerage System Project: The sewerage system project 
for the city of Istanbul will be realized in two phases. A total 
of $240 million will be spent on the first phase of the project 
which will be used for engineering services, construction of a 
pumping station, and equipment supply. The project will be fi- 
nanced by a World Bank credit. The implementing agency for this 
project is the Municipality of Istanbul. The Istanbul Munici- 
pality is preparing bidding documents for the engineering and 
consultant services of the project, which is expected to be 
tendered soon. Further information may be obtained from: Su ve 
Kanalizasyon Idaresi Mudurlugu, Beyoglu Belediye Sube Binasi, 
Sishane, Istanbul, Turkey. 


- Second Fruit and Vegetable Project: This project, which will 
be financed by the World Bank, is intended to provide better 
processing and export facilities for Turkish fruit and vegetable 
producers. Under the project, cold storage and deep freeze 
facilities, packaging machinery, and other vegetable drying plants 
will be procured. Technical consulting services will also be 
contracted for the project. The implementing agency for the proj- 
ect is: Tarim ve Orman Bakanligi, Meyva ve Sebze Ihracatini 
Gelistirme Projeleri Genel Mudurlugu, Necatibey Caddesi 98/6, 
Ankara, Turkey. 


- Livestock Development Project V: Under the fifth livestock 
development project, the implementing agency is planning to set up 
different size dairy farms at various locations in Turkey. Vari- 
ous types of machinery and equipment will be procured for those 
dairy farms, including the procurement of milking machines, agri- 
cultural tractors, and harvesting machines. The procurement agency 
will announce tender information for the machinery and equipment 





required for the project towards the end of 1981. The project will 
be financed by a World Bank loan. Interested U.S. suppliers may 
contact the procurement agency at: Tarim ve Orman Bakanligi, 
Necatibey Caddesi 98--Floor 5, Ankara, Turkey.. 


Turkish contractors working in the Middle Eastern oil countries so 
far have won $1.2 billion in contracts for construction projects. 
Although the construction market in Turkey has been badly hit by 
the Government's anti-inflation policies, experienced Turkish 
contractors are expected to expand the business they are doing 
abroad, and will be buying construction equipment and building 
materials for those projects. Further information regarding these 
companies can be obtained through the American Consulate General 
at Istanbul and the Embassy at Ankara. 


IZMIR FAIR 


The United States sponsored a pavilion at the annual Izmir Inter- 
national Trade Fair held August 20 through September 10, 1981. 
Twenty-seven Turkish companies, representing 52 American firms, 
participated in the pavilion. The pavilion emphasized technology 
new to Turkey, including new computer equipment, solar powered 
pumps, and grain handling equipment. 
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